Electronically  Recorded     Tarrant  County Texas 

Official  Public  Records  2008  Dec  05  09:32  AM  a 

^-paidup    Fee-ai3fioo  D208446367 

StS  anv  o^to^^^— ^  &~^+^J  )U ^  ^MSfJMkPE^SON,  Wa&lAY  REMOVE  OR 

™»  TH   -ION  FROM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED 

UCENSE  N^R       PlJBLl^Mmm^  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S 


NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

THIS  LEASE  AGREEMENT  (this  "Lease")  is  made  as  of  the  3"1  day  of  October,  2008,  between  Robert  R.  Popp  III 

vrn  r"  T*  PPt!  SbJTd  *Dd  Wift'  Wh°se  address  is  4821  D°SleS  Drive>  Fort  w"*»  Tex*s  761 17,  as  Lessor  and 
XIO  Energy  Inc.,  whose  address  is  810  Houston  Street,  Fort  Worth,  Texas  76102,  as  Lessee. 

1 .  Leased  Premises,  In  consideration  of  a  cash  bonus  paid  upon  execution  of  this  Lease,  and  the  covenants  herein 
contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  land  described  on  Exhibit  "A"  attached  hereto 
(the  leased  premises  )  in  Tarrant  County,  Texas  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas 
For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent 
elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and  other  liquid  and  gaseous 
hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other  commercial  gases  as  well 
as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  The  leased 
premises  shall  include  all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to 
execute  at  Lessee  s  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or 
accurate  description  of  the  leased  premises.  In  the  event  Lessor  owns  any  additional  acreage  than  that  for  which  bonus 
was  originally  paid,  Lessee  shall  pay  additional  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paid  when  this 
Lease  was  acquired  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross 
acres  specified  on  Exhibit  "A"  shall  be  deemed  correct,  whether  actually  more  or  less. 

*u  f  -^TT  u7!"5  LeaSC  iS  3  "Paid  UP"  lease  rec"uiring  no  rentals-  Subject  to  the  other  provisions  contained  herein, 
this  Lease  shall  be  for  a  term  of  JThree.  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as 
oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands 
pooled  therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  EcMty,  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 
credit  at  the  oil  purchaser  s  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity- 

(  \?Lf 5  (includinS  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five 
percent  (25  /0)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate 
part  or  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party 
deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
prevailing  wel  head  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 
purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
suchwe  1  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations 
or  if  produc  ion  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no 
shut-m  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil>  8as  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anythmg  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor  s  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffiliated 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10/o)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 
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may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termini™, 
Poohng  hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  If  this  lease  now  oXe^te  covl™  ate 
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rea  onab  y  withm  Lessee's  control,  this  Lease  shall  not  terminate  because  of  such "prevent^  or l£f  *T*t  "s 
option,  the  period  of  such  prevention  or  delay  shaU  be  added  to  the  term  hereof.  Lessee  shall  not  be  haUe  for  breath of 
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thJn«iAndem''itI;  Lmee  hereby  re'eaSeS  and  discharg^  Lessor  and  the  owner  of  the  surface  estate,  alone  with 
the*  officers,  employees  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  ft*  respert ve 
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mcludmg,  but  not  hmited  to,  all  losses  and  expenses  which  are  caused  by  the  Kdrifarfffi  ,fa 
employees  and  agents  arising  out  of,  incidental  to  or  resulting  from,  the  operations  of  or  for  Less* o ^or  und« -the 
inv  „f  ?wSeS  °r  *  ^  ^  SHe  °r  OP"*™™  ««•  or  that  may  arise  out  of  or  be  occasioned I  by Tes ee's  breach  of 

contract,  statute  or  strict  habihty,  including  attorney  fees  and  other  legal  expenses,  including  those  related  to 
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oZ»rr  °r  "'J"''  1  LeSSe6'S  "CtivitieS  in>  0n  0r  under  the  'eased  premises  or  a7tr«e  or 
operations  s.te;  those  arising  from  Lessee's  use  of  the  surface  or  subsurface  of  the  leased  premises-  and  those  that 

act  or  om.ss.on  of  Lessee,  its  directors,  officers,  employees,  partners,  agents,  contractors,  subcontractor^  guests 


16.    Top  Leasing  Permits.  There  shall  be  no  prohibition  or  limitation  on  top  leasing, 
all  oiUSSJS  d'SPU,e  ariSiD8  UDder  ^  ^  51,311  ^  ^  ^  CO™^  T«* 
ordilces^gSnf^sit.  surfed  ST™'  "  "*  ^  V*  °*        PremiSeS'  S0"1  "*»  «" 

assigns^wh^her  omjq^  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

LESSOR: 
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STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  instrument  was  acknowledged  before  me  on  the  3^  ^  of  _^^r2008,  by 
Robert  R.  Popp  m  and  A„rlra  T,  PoDD.  hltshflnfl  niwl  M 


SCOTT  MARTIN  MCOONAID  JR 
Notary  Public,  State  of  Texas 
My  Commission  Expires 
June  27,  2012 


5 


EXHIBIT  «AW 


"1  Cabinet  A,  Page  1836,  Plat  Records*  Tarrant  C^^£fil7££  "'"^ t0  ,he  »"»  »r  P'«  thereof  recorded 
Warranty  Deed  with  Vendor's  Lien  dated  February  ^"V5  P"*"1"*  "bribed  in  a 

HI,  an  unmarried  person,  recorded  thereof  in  Document  To  mtom  £«T  ™*.  *Z     AnderSon  t0  Robert  R-  P»PP 
-endmentsthereof,^ 
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